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THE WHITE HOUSE

WASHINGTON

September 2, 1978

ADMINISTRATIVELY CONFIDENTIAL - NOT FOR CIRCULATION

MEMORANDUM FOR THE PRESIDENT
FROM: STU EIZENSTAT %A/
SUBJECT: Dresser Decision

You will soon be reconsidering your decision on the Dresser
export license. While I have not been directly involved in
this matter, I am concerned about the decision and would
like you to know my position.

On the merits, the Dresser matter is a very close call. On
the one hand, I think we need to take actions which retaliate
for the Scharansky and Ginzburg convictions; our oil and gas
technology is something clearly needed and coveted by the
Soviet Union; part of the technology involved cannot be
obtained from other countries; the Dresser sale has recently
been one of the most publicized United States-Soviet Union
commerce agreements. '

On the other hand, we have already taken some retaliatory
action by withholding the computer to Tass; the welding
equipment that is the focus of this issue is worth less
than $1 million out of the $144 million factory to be built
by Dresser, and is thus a relatively insignificant item to
use as a retaliatory symbol (the license for the factory is
not questioned by any of your advisers); the Defense Depart-
ment has not determined that our national security would be
injured by the sale of the welding machine; and we have not
yet made an Administration determination that minimizing
Soviet o0il and gas production is in fact in our national
interests.

Since the merits are balanced, I can understand why some of
your advisers, and some Members of Congress, may have been
disappointed by what appeared to be your initial decision.
There are clearly some strong points to be made in favor of
denying the export license, or at least postponing a final
decision until Senator Jackson's subcommittee has completed
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hearings (particularly in light of his central role in our
energy bill). However, you have already made a decision in
this matter, there are equally strong points supporting

that decision, and the decision has been well publicized.-
Since that is the case, I strongly recommend, for the
following reasons, that you not reverse your initial decision:

- One of the major charges raised against the Administration
during the first 18 months has been that we change
positions on major issues. Recently, I think that charge
has died down somewhat, and we now have flexibility to
compromise on issues without having to fear so greatly
that any compromise will be seen as a flip~flop. I think
that a reversal of this well-publicized decision would
revive the flip-flop charge and would thereby harm. the
Administration greatly by enabling our critics to point
to a recent instance of perceived indecision and
vacilation. :

- A reversal at this point, when no new facts have been
developed, essentially tells the country that you
either made a mistake two weeks ago or that all of
your advisers' views had not been known at the time
‘of the initial decision. 1In either situation, I think
the Administration is harmed. It will be an invitation
to reverse decisions after they are made. Alternatively,
it will appear to be an admission that the process for
making the important Dresser decision was faulty.

- There are numerous other opportunities to retaliate
‘ for Scharansky and Ginzburg by denying high-level
technology to the Soviet Union. The Commerce Depart-
ment has dozens of export licenses to the Soviet
- Union presented to it every month. Some of these
other licenses could be denied, achieving our
original purposes without raising the problems that
I have just mentioned above.

I think it has been a disservice to you to have this issue
raised again so visibly. I think holding to what is
perceived as the original decision is the best way to minimize
damage.

If you do maintain your initial decision, I think that there
are several things which should be done immediately following
the decision:
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You should personally inform' Senator Jackson prior to
the announcement of your final decision, and we should
attempt to do as much as possible in the way of

explaining the final decision to him. " Senator Jackson

‘could be told that other actions are available and may

be taken soon in response to the Soviet trials. We
particularly cannot offend him so shortly before the
critical natural gas vote in the Senate.

You should ask your foreign policy advisers.for a series
of export-related (or other) actions which might be
announced in the next several weeks or months to counter
the charge that we are blinking at Soviet human rights

violations. This should be done on an expedited basis

so that critics of the initial Dresser decision can be
quieted relatively soon after your final decision is
announced.

Jody and Jerry need to develop a press strategy to
explain why the decision was reopened and why the

initial decision is being maintained.

Members of Congress who will be supportive of your final
decision should be contacted in . advance of the announce-
ment by Frank Moore, Cy Vance or Juanita Kreps, and

should be informed that a positive statement by them ,
would be greatly appreciated. We should not allow only

the critics of the final decision to dominate the news

about that decision.

Finally, some better mechanism must be developed to

- handle export license decisions. My impression, from

speaking to some of those involved in this decision,
is that the process is very ad hoc and not well
designed to meet your needs. I suggest that you ask
Zbig to review the decisionmaking process at once and
to present to you ways which will ensure an improved
decisionmaking process in the future.
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THE WHITE HOUSE
WASHINGTON

September 2, 1978

Mr. President:

Bob Lip‘s‘hﬁtz- called from Atlanta requesting
a few minutes with you on Monday before
you leave for Camp David.

Shall I schedule him after Ed Sanders?
; bl

. e :
Phil z pe’ [ ///
</4/Ma"‘4w> |
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Administration Divt

John M. Goshko
gien Poat Stalf Writer

The State Department and Justice
Deparitmient are locked in a sharp, bee
hind-the-seoites dizpute about whather
the Curter administration’s moves
against Soviet spieg in the United
States are fueling the delerjoration
of U.S.Saviet relations.

isste is a prohlem that has
plagued U.S. povernments since the
height ol the Cold Way-.the clash
between the pursuit of hetter reta-
tions with the Soviet Union on the
internationg! scere and the necd to
“safeguard national security,

In recent weeks, the conflict has
been exacorbated by what high-rank-
ing State Department officials con-
‘tend is an Increasingly hardline ap-
proach tn Altorney General Griffin

looked. Bell #iso is known to have ar-
gued that the socalled ~rules” didn't
apply since the two Kussians did not
have diplomatic status or hinmunity.

The retalfation feared by State
epivie in July when Soviet police. in an
act that sent U.S.Soviet relations
plunping to their lowest ebh in years,
drpiged an American hosinessman,
Francis J. Crawford. from his cac on a
Mosenw street and charged him with
curreney violations.

Crawford's arrest forced Washing-
ton into a frenzy of high-leve! nezotia-
tion with the Soviets that finally re-
silted in Crawford and the two Rus
siang heing réles eq.. | BIpRoiH _Jn
the-cUtted¥ ol Their ambassadors.
SWhat was accomplished by arrest-
Ing the Russinns?” asks the State De.
tment official, AN it did was rig-

Ay . —

for arsument on this one. In this ad-
nnmstmnon when somleenc’s eaught
s violation of law, he's go-
ing to be proseruted-—no matter who
he is or where he comes from, That's
how Bell feels. and he belicves the
president feels the same way.”

The cleavage between the twu de-
partments is also likciy to aifect of:
forts 1o resolve another aspect of the
controversy--that invelving UGS, visa
policy and cha
partment's  pern
Towed teo many spies from the Boviet
Union and s communist blog atlies to
infiltrate the Uniterd States.

In recent weeks, these charges have
triggered a number of moves by con.
servatives in Conuress 1o restyiet and
inhibit State’s visa-granting pnwers by
giving more \wi;zhl to the FBI's cnn-

B. Bell's Justice Ilrmllm«-ul toward
EPIONALE | Capen s
Stageroliicials sy thal seme recent
ans by the Jus
rv-'ardnd in intelligence circles ay a A
Cutwritten rules” hyp
tradi

1132t et

State  officials
chirite that the FBI which is under
Begl's control. has been tryinB, with
lh hclp of sympathizers in Congres
Gl off whit one State souree
nlk UL SE B SeeRtRT State
officials say. is to vive the FRI the
dominant voice in deciding whather
foreign natinnale cusperted of cspion.
aze activity should he denied visas ta
enter the United States
On the other side, Justice and FBI
officlals deny that there has been a
majar shift in gelicy toward Soviet
eapionage ecacex. They ol concede,
though, that (heir vexponsibility for
safeguarding national security  and
enforcing the law  frequently  vuns
rounter to whatl one cails “the con-
vepience of the Stale Depariment.”
In diplomatic and intetiigence cir-
cles, this gapeictwien the attitudes of
State and Justice iz regarded as one

T(‘(‘(‘nl th’ll n ln(l(‘ﬂ‘(‘ )H tensions hoe-
tween the Carter administration and
the Kremlin,

ts effects were made vividly clegr
hy the-events that hegan unfo!dmz
June when the FBI amid a hlaze ‘11’
frant.pane publicity, arresied two So-
viet citizens employed by the Unitéd
Nations and charzed them with tidv-
ing to huy seeret U8, naval® \\arla
dacuments

The decision to prosccute the tw
on - espionatie charyes was preceded
by a tively dobate within the adminis.
teation that pitted Saate and the Cen- *
ral Intelligence . against Jus-
tice and the FRi. The debate ulli-
matejy P\lad,m:?-rmﬂm%l,wu

\

dopbCartor,
The State Department, harkl‘dl* hy

the CIA. arzued that the twe Rus.
sians should have been quictly expelled
rather than arvested and proseculpd,
w Department snurves sav € ArLeg, was
warted that prosecutidi™would he i
terpreted by the Soviehs as o hreach
af the “upwritten riles” that Ihe twd
countries  purmally  apply 1o ear nY
other's apprehonded adents and \muldl
invite g «dramatic and inflammatory ;
Soviet petaliation,

“As recently as two vears ago. when
[then-Secretary of Statel Henry Kis
singer was calling tire shots on forei
poliey, that would have bYeon the )hll.ll
maonnt considerstion,” says one \l'Hd
efficial. “It would have heen Innclltd ‘
quictly in a way desitned not to did 7
turh the or fxamm&m K ol our pos-

R e _‘,r
on, Car- ¢
ter sided not with State hut with Bel,
who reporieiiy went to tha president
ta argue that the ease invelved # clear
vialation nf law that could nol be over-

Ry UChivles B -y -

o

i

a

ce Departinent are Y

‘I Coneral B

of the major underlying eaeies of lht‘/‘“’“-"“ ‘"“‘1“"( that unnecessa
+

State l)qmrlmmu (1[

e A A

_/ll_'”ls claim ,'ll!ump)

Tis taking a

“hurddine approdch to-

ward espionage cases.
This,they say, is regarded
as changing the “wuerit-
by achich the
sy game is played. o sil-

ten rules”

wation which exacerbates
the cenflict heticeen Lot
ter Soviet relations and
nationd security,

Ln,. rore N
GHRIFFEN H: BELL

|
|

tiert up much of the US. govaroment,
inctuding the president and the secre-
tary of state, in a wasteful and eneiy
vating effort te try-and undo the dam-
aga.”

“in addition.”” he notes. “the Ameri-
can business eanmtmunity in Moescow
has been paralyzed with tear and un-
certainty that eould seriousiy set back
the development of U5 Soviet trade;
suapicions and animesities have beon
licightened on both sides, and. in an
atmosphere like that, the clances fur
reaching aceommadations vn mutters

:l‘om‘,ug¢z;ﬂzl peace et o
haneod.” e Py
tfe paints out, hy - of l[ll sira-
tian, that the two Seviels are sched-
uled v 2o on {rial Setd. 12 belore a
federal enurt in New v, On Rept.
19— atime when the trial is likely o
he in ludl swing and attracting a
heavy share of press altention—Secre-
v of Siate Cyrus R Vauce and Sp-
viet - Foreign Minister Andeei Gro-
myko wijt be meeting acvoss the Hud-
san River in New York o vontinue
(lu s wearch for g arms limi-
TR S AL zony 'L‘&_...ﬁ,—
e fallout from the trisi will be
Ting all aecnmd them” the offi
15, "Ilm« can vou make plu"
ke tha?”

press hone thar the sneident mn 'hr
hav i
e

Justiee I)vn.«nmon! pives no nutweard

sien that it's had any second tha
un the matler,

Mistead, one Justice afticial wh iz
privy r Rell's thinking, sars: “We
never thotght there was muech room

w' i

LN
Dei

o hegin sonn.

b i}

tention that potential security risks
should be kept out.

The House, for exatnple. has passed
fegislation that would miake the House
and Senate Intellicence commitices
custodians:of a list supplicd by the at-
torney general and containing  the
\names of ali atiens admitted 0 the
‘ountry over the objections of the
\'m. Lezislation fer a similar but
Much tess detaited st also has heen
ddopted by the Senate.

Last month, the Scnate adopted an
amendment  offered by Minority
Leader Howard H, Baker Jr. (R-Tenn,)
to the military  assistance hill that
would heve repealed carlier legisla-
Hon rejaxing restrictions on  visas,
However, the Raker amendnmient later
was dropped hy a House-Senate con.
fereice cominitiee,

Then, on July 28, the Senate Appro-
priations Commnittee. in a report to
the full Senate. inclyded lancuag
that one Justice Department official
deseribes as a Kiek in the groin for
the State Department.”

In ils section on funds foc the Tmmi-
gratien amd Natwrvalization Service,
another avency uvnder Justice Depart-
ment eantrol, the committee said it
had “determined thal far too many
Suviet  blue  inteBigence  personnet
htave haen mlnnuul entry into the
United Sta)

CFherefore.” the report centinued,
“the committee dircets that the 1mmi-
Hration and Naturalization Service un-
der the vuidancs, contral and surv_-rvl-
siont of Ahe attorney goneral deny en-
(1% cpuizion of hostile
intellizence serviee personnel irces
peetive of vises ixcyed by, or policias
of, the Depariment of Siate

These \all()ln mnu to give federal

Role 13

the BEEK
it Websiar

£ FRE Director Wililam
SOl eansdering diser

dnag GH FTY e ente

};Eh@ E’}@ @E E}.‘BE—

d on Spy Arresis

luw enforcement agencies the domi-
nant say over visa policy are viewed
by the Stale Department as an even
creater threat to its ability to deal
with the Soviets than the conflict over
esbivnage prosecutions, “the. depart
ment’s ability (o grant visas to visitwes
coming  from the Soviet bloe as
delegation memhbers, Journalists, stp-
dents, businessmen er tou i3 an
important element in it everyday
dealings with Moscow and its allics.

In cases where a visa is issited to
someone wha might be considered a
security risk, State is supposed to con-
sult with the FBI to see if the burcau
objects to persob’s entry. Il State
and the FBI then are unable to asree,
the matter is referred to INS for a (i
nal d/umxm,»and, durinit recent Years,
Siate has prevailed in

g number of disputed

For that reason, some State Depart-
ment efficials «ay they believe the
FBI kas pilayed a behindthescenes
lobbying and erchestrating role in the
recent conyressional attempts tu reis
in State's visa-granting powers.

“The FBI has last hundreds of dis-
ruted cascs. and they say we never lis-
ten 1w their recommendations on
keeping someone out” says one de-
partment official. “Now we hav
pretty good indicatinng that they r
been working on  friendly condress.
nmen to get the rules changed to five
them the upper hand.”

“The problen,” he charges, "is that
the bureau wants to keep out everys
one who ever walked down a strect
witere titere was a communist in the
vicinitv. Move than $0 pereent of the
ohicctinns they make are based on'the
<flinsinsd evidence-—on membiersinips §
2;‘ assnciations that were ended years

2o or an upproviibie second. ar thed:
k and--ahledations_ | AE.hL.uur;_linhlc}
Jtources” . T

“Ta {ollisw sueh a palicy would l)(-.!

atally rnunl(-rnuuhuli\o to owr for.

n policy podls” the State official

proves W invites retaliation again
Hmericans llau-hn" o communis
countries, and: pives the Soviets .
prepazanda -to u(vumvr our human
rights policy, Pvery time Coutcess
takes a regressive step on visas, the
iSoviets can respond by asking, ‘Who
v\ro vou to crilicire us for our alleged

restrictions on freedom to travel?”

Q >, LBl-amt “Jistice
s deny they're en-
gazed in.a campaign to tilt visa policy .
toward national security  eonsidera-
tions. They admit. though. that ¥BIL
Directnr William H. Wébster has been
“totally candid” when asked for the
hureéauw's opinion by various eonunit-
tees of Congress.

They say Congress has put prossure
on the FBI to step up its comhating of
foreign intelligence and that.in turn,
has severcly taxed the buyeaw's ve-
soirees beeause of the need to keep
some kind of check on the hundreds
of alleged potentinl security risks the |
State Department bas allowed in the
country.

“Webster went to Cengress not long
ago and asked for 125 new adeunts ta |
keep up with the joh” an FBI official -
points out. “They hit the ceiling and
asked him, ‘Why o you need move
men? Why don't you keep thetn out in
the first place so you den't lm\e to
watch them?' "

Lawyers from State and Justice re-
cently kave been trying. to search out
a common ground that will permit
more harmotiious resnlution of the visa
dispute, However, the effort is still in
an early stage. As one of the partici-
pants say

“We've agrecd that we have to
h an agrecent, But there's still a

big gulf to be hridged; and, at
this point, iU's hard to say if we can
finl a modus vivendi acceptabie to
huth sides.”

rather than the office nf profo.:i,
respanedhility, pnvegtignne

ppeine s .
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September 2, 1978

ADMINISTRATIVELY CONFIDENTIAL -- PERSONAL
NOT FOR CIRCULATION

MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT _9&&/

SUBJECT: White House Staff

I think the recent changes you have made in the White House
staff have been necessary and will prove to be of enormous
benefit to all of us.

Even with those changes, however, I feel that the

White House staff needs more seasoned Washington experience
-~ from individuals who have served in Congress, in the
Cabinet, or on a White House staff. You, and all of us,
will be much better served than we collectively can do now.

In developing policy, in lobbying Congress, in educating
the public, and in motivating the interest groups and our
constituents, . there is a role to play for someone who has
extensive Washington experience and knows the players in
Washington and around the board rooms of America. Such a
person could be added to the staff, without portfolio, but
with license to assist others on the staff and to troubleshoot
for you and your senior advisers. People who would be ideal
for such an assignment might be: Harry McPherson, who has
served as Counsel to President Johnson; Lloyd Hackler, who
also worked with President Johnson; or Paul Rogers, who is
retiring this year from Congress. Bob Strauss could easily
do this if he was here with no other responsibilities.

I recommend that you authorize Hamilton to review the

possibility of brlnglng on the type of person I have
described.
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Before he left for Idaho, the President asked for
a thorough review of the Dresser export license decision.
That review has been completed. The President's advisors
were divided in their recommendations. After careful con-
sideration, the President has determined that it is in the

national interest for the export license to remain in force.

Q: Why did he ask for a review?

A: He was concerned that the initial decision making

process may not have been thorough enough.

Q: Did the review bring to light new information?

A: Yes. Some new information was brought to light on

both sides of the gquestion.

Q: Will any changes be made to insure that the process works
better in the future?

A: The presidential expression of concern and directive
that this decision be reviewed will no doubt contribute
to that end. Beyond that, there are no plans for any

sighificant changes.
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What about reports that the SCC voted 3-2 agaihst the
position the President has taken?

As I said, the President's advisors were dividéd.
This is not unusual. In such cases, the President must
assess all the arguments and make a decision from the
perspective of the Oval Office -- which only he can do.

He has done that, and you know his decision.

Which advisors recommended which option?

As you know, we do not generally comment on the

private advice given to the President by his advisors.
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